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DPD-3185-59 
May 24, 1959 


General Precision Leboratery, Inc. 
63 Bedford Road 
Pleasantville, New York 


REF: Contract BF.22h9 / 
Gerrtlenen: cs 
Wa eannct prooeas the attached invoice mmber 20580 for 
payment without further information. Since we have not processed 
fox payment invoice 20385 dated August 29, 1955, we ere wouder- 
ing if perhaps these charges are applicable to a contract other 
then the one clted. 
Very truly yours, 
agua. 
Doug 
Attachment: b/w 
Distribution: 
2 = Add watt ee 
ciewtontract HF-20n9 (Fin) 
1 - Contracting Officer 
i ~ Reading 


1 « Chrono 
TEBren/L4 May 1959 
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DEDe 2012059 
Copy <Z-of 3 


#393 
REPLY TOs 


Eastern District 
Anditor General 
Comptroller, USaF 
Liaison Offices 
Washington, Dace 


12 March 1959 


SUBJECT: Advisory Report of Audit fer Price Redetermination 
General Precision Laboratory, Ince 
Pleasantville, New York 
Contract HR 2249 femme 


TG s Contracting Officer 
REF 2 DPS~4573 


1. Purpose of Bxumination: Pursuant to referenced request an 
examination has been made of the books and records of General 
Precision Laboratory, Ina., Pleasantville, New York, to determine the 
accuracy of the Contractor's price redetermination proposal submitted 
in aceerdance with Part IV ef the contract. 


2.. Reasultes of Exuminetions The results of the examination are 
detailed in Exhibit A and are summrized as followa: 


+ 


Heriee 


STATINTL Contractor's Costs 


3- Contract provides for delivery of four (4) systene plus spares 
and special tools and test equipment. The Contractor made one lot of 


Approve 20), SES Le in «ABT T RIA RD PRS DOSPERCD 1588 07 BOB cost to make the 
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a, The Contractor has requested 5,5% of total costs, 
exclusive of general and administrative expense, consisting of 1.5% 
for reasearch and development amounting to $2,424 and 4% for Warranty 
in the amount of 26,46] for an aggregate of $3,885. There haa been no 
approval by the Contracting Officer of the Contractor's research 
program and neither has the Defense Department approved the program as 
of this date. 


b. The terms of the Gontract do not provide for inclusion 
of warranty reserves for correction of defecta, The Contractor has 
had no repair experience on this item, Horeover, the Auditor's study 
revealed that experlenced warranty expenses on the Contractor's other 
products are negligible. The request for 4% warranty expense would 
appear to be without merit, 


5s mort ret Too and Test Equipment: Costes included 
in this category in the amount of €5,764 represent that portion ef the 
tetal tool and test equipment costs allocated to the four units required 
under the contract, The Auditer has not questioned the costs (excent as 
indicated in Exhibit A) ineurred in the production of the tools, but 
refers to the Contracting Officer for his consideration the followings 


&, 4n inventory of tools and test equipment, representing the 
$110,664 of total incurred costs, has been suimitted by the Contractor. 


be. The £110,884 hee been amortized over 106 units represented 
by seven (7) customers, 


c. Admittedly, the Contractor ie not entitled te recover the 
costs of the tools and in addition retain title. It is suggested that 
in ifen of attempting te allocate a portion of the inventory of tools 
to & specific contract the Contracting Officer negotiate an amount that 
will represent the retention value ef the toole and apply this amount 
aa a credit to the Gontract(a). 


6. The Contractor was not furnished ner did it sequire any 
Govermiant equipment other than that commented upon in paragraph 5, 


7. Exoftit: The Contracter is requesting 15% of total costs as 
consideration for profit. In proposals submitted to the Department of 
Defense, profit requests have ranged from 11% to 12% of costs, Yor the 
year ended 31 December 1958, Contractor realised a profit fros all 
operations, before proviaion for Federal Income Taxes of 3.4% of cost 
of sales. However, considering only those profit and less items whioh 
normally are included in « eontract cost base, profit from operations 
represented 9.19% of cost of sales. 


25X1A 


Lisison Officer 
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SCHEDULE A 


GENERAL PRECISIGN LABORATORY, INC, 
Pleasantville, N.Y. 


Contract HFa2219 


Costa 


(a) Mawufecturing Latort 

Auditer avallei himself of clesed work orders 

which indicated actual evat, The amount ques 

tioned represents difference between ostinates 

and actual costs $ 177, 


(>) Manufacturing Overheads 
Contractor applied a rate of 177% to direct 
labor deliars, The suditor used a rate of 
173.2% to accented direct labor dollars, The 
letter rate is the rate recomenied by the 
cognizant auditer for use for the experienced 
period 1 Jamary « 31 December 1956 654. 


(c) Boginaering Ovarhends 

Contractor applied a rate of 123,568 te direct 

engineering laber dollars, The Anditor utilised 

& rate of 116.4% reoommended for use for the 
period 1 January 1958 = 31 December 1956 by the 

cognizant auditer. 282. 


(a) patented: 

1) The Auditer availed himself of actual costs 

as shown on closed work orders, At the tine 
proposal was prepared, certain work orders vere 
net completed and Contracter estimated costs 1,532. 

(2) Purchase Order Bo, 963-13~5 icsued to pectfa’ UR 
S4s plex Equipment Corp. for 11 indicaters - i oi 
Fart & Oe 6444~1. at a untt price of $2600.00 as Lien 
subject te edjustment or redetermination after ~~ - 
delivery. Four unite are required for subject | Shean 8 
contract, Quetioned for the reason that prices = ok 
of $2600 each is not firs. ame | Pet 


(eo) Flight Tests 

Represents the difference between the Contractor's 

rates and the auditor's recomended rates: (b) and 

{s) above. 53. 


(1) Taola and Test, 

ogre ences nr eee a 
tools and test equipsent ovar 96 units. prtele 
— (3 edd’ tional systems have been sold making 


Approved ingle Neleasa cto Ge 
Ref Paragraph 56 ee 
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(z) Qverages (Due to obsolescence) 
The Auditer did rot determine whether the 
items have useful value. Thie amount is 
referred to the Contracting Officer for his 
determaination. $ 1,103. 


(h) hneiaestangt 
vas Schedule fod, 4g TOA 


(1) Inventory Shrinkage: 
Contractor is applying .5% to all costs, excluding 
engineering, to arrive at shri « Tha 
a eo, an astimate which Contractor is 
tle support and is therefore 
the Auditor, crete 547. 


fenern nae eH s ; 
ontracter d a rate of ee Avuéfiter's effeative 


Gand A rate (excluding engineering) is 5.7%. Auditer's 

G and A rate for Engineering 1s 4.261%, The Auditor 

has adjusted the applicable periods to the rates 

negotiated by the cegnisant agency and has arrived at 

the rates indicated abeve. The adjustment represents 

the difference between the Contractor's rate and the 
application of the Auditer's rates to the accepted 

cost base, 3,086, 


(3) 


(k) barbanty ‘ 
tracter's preposal includes the amount of 

$6,462 representing 4% of total net costa for 

“darranty Reserve," Examination of the warranty 

reserve account, discloses that warranty expense hes 

been negligthle. Further, Contractor's experience 

has not been of sufficient length te indicate dust 

what the incidence of repatr will te, The total azount 

is questioned ty the Auditor. 6,461. 


(2) Bamearch and De 5 
Contracter applies 1.5% to total net costa, The 
veigasbe of iirc questioned by the Auditer for 
" Teasons set forth in paragr and erred 
to the Contracting Officer i ner a 


Total £22,003, 
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